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Covering erica: 75 Years and Counting 
The Movement 'That Changed the Economics 
of American Medicine' 
In 1986, to mark its 50th anniversary, the editors of Consumer 
Reports identified consumer phenomena that most significantly 
transcended the everyday quality of the marketplace during 
the previous half century. The result of those efforts was the 
publication, I'll Buy That! 50 Small Wonders and Big Deals that 
Revolutionized the Lives of Consumers. 
Included among the fabulous 50: air conditioning, air travel, 
antibiotics, color TV, compact discs, credit cards, frozen foods, 
pensions and social security, personal computers, the polio 
vaccine, running shoes, safety belts, smoke detectors, supermar­
kets, transistors, tape and VCRs. And health insurance. 
"The best known of the prepaid hospitalization arrangements 
was established in 1929, when more than 1000 security-minded 
school teachers began paying Baylor University in Dallas, Texas, 
50 cents per month to ensure 21 days of hospital care and services 
if and when the need arose. Soon a full-fledged movement was 
afoot that dramatically changed the economics of American 
medicine?' The book's editors also noted, "Until Blue Cross and 
Blue Shield, major medical problems often forced people to 
accept charity or bankrupted them?' 
In 2004 as we celebrate the 75th anniversary of the Blue ''move­
ment" it is with pride and confidence that we reflect on our 
historical milestones while acknowledging our progress that 
remains core to our future. If it is true that the past is the prologue 
to the future, then our early beginnings born of the need to help 
people pay for their health services, has intersected with our 
current drive to help keep healthcare affordable. 
Our Roots 
In 1929, officials at Baylor University drafted Justin Ford Kimball, 
a seasoned Texas businessman and prior school superintendent, 
to oversee its medical education programs as well as to probe 
the financial dilemma plaguing the university's hospital. In short 
order, Kimball began to pursue an additional idea that had intrigued 
him for some time: A financing plan for teachers that would 
budget against future hospital costs. Using his connections with 
the education system and Baylor Hospital, Kimball launched his 
plan, and by December of that year 1,356 teachers were enrolled. 
During that time, what would evolve into the Blue Shield concept 
was growing out of the lumber and mining camps of the Pacific 
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Northwest Serious injuries and chronic illness were common 
among workers in these hazardous jobs. Employers who wanted 
to provide medical care for their workers made arrangements 
with physicians who were paid a monthly fee for their services. 
These arrangements led to the creation of ''medical service 
bureaus" that were empowered to make contracts with employers 
and employees on behalf of the doctors' organizations. These 
pioneer programs provided the basis for what would become 
the ''modern" Blue Shield Plans. 
The Birth of the Brands 
In 1934, E.A. van Steenwyk, executive secretary with the forerunner 
to Blue Cross and Blue Shield of Minnesota, identified his hospital 
care program with a solid blue Greek cross design. The symbol 
began to show up in other parts of the country and soon, as one 
historian has written, the Blue Cross ''perpetuated itself as a 
unifying force" among the newly emerging Plans. 
The Blue Shield symbol was devised in Buffalo, New York. Carl 
Metzger, an early pioneer in the Blue movement, wanted a design 
that would dist inguish the new medical service plan. He also wanted 
to make sure that there was an obvious link to the companion 
hospital plan. It soon flourished among the growing number of 
Blue Shield Plans. 
Dynamic Marketplace Emerges 
Prior to 1929, various local experiments and sporadic models for 
paying for healthcare were explored. However, the stock market 
crash and ensuing depression brought a new sense of urgency, 
as millions of Americans found it difficult to meet day-to-day 
expenses, let alone the costs of an illness or accident. And with 
the introduction of legislation, such as the 1935 Social Security 
Act and unemployment compensation, the concept of health 
insurance was given an additional boost 
With the onset of World War II, the employer-based healthcare 
system began to take hold within the United States. Employers, 
unable to raise salaries because of the wage freeze laws, began 
to offer employees fringe benefits. Health coverage was on its 
way to becoming a much sought-after benefit. 
As American industry began to convert from a wartime economy 
to peacetime production, unions assumed strong positions in their 
negotiations over employee wages and benefits. Employer tax 
exemptions for health and welfare contributions further enhanced 
the movement. Today, more than 61 percent of Americans receive 
healthcare benefits through an employer. 
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The Legacy 
Our nation's healthcare system has evolved significantly during 
the past 75 years. Today, we continue to witness ever-changing 
pressures and challenges. Blue Cross and Blue Shield Plans have 
been on a parallel course throughout this dynamic process -
responding to needs in local communities, seeking creative and 
innovative solutions and exploring new ideas and partnerships. 
Our history is intrinsically linked to major milestones in healthcare 
financing, whether through our leadership role in government 
programs or through our pioneering benefit decisions and innovative 
private products. Payments for health services ranging from 
maternity coverage to home care, from well-baby care to organ 
transplants were unimaginable in 1929. Launching a massive 
program like Medicare would have been impossible without the 
infrastructure the Blue System had established. 
Our unparalleled expertise in claims processing, our technological 
advances in data management and analysis and unrivaled provider 
networks have become models of excellence in the marketplace. 
The concept of providing a person with a card that would facilitate 
payment for hospital or doctor visits evolved into a system that 
connects our members with more providers of care in the United 
States and overseas than any other group of insurers. 
The Blue System has developed state-of-the-art care management 
and disease prevention programs. Plans continue the long 
tradition of partnering with physicians, hospitals, employers, 
consumers and the community in developing creative products 
and responsive programs to promote healthy lifestyles and 
educated healthcare choices. 
Back to the Future 
What can we do to help keep healthcare affordable? That was the 
pressing question in 1929, and it remains our biggest challenge 
today with healthcare costs expected to reach 18 percent of gross 
domestic product in just a few years. 
Today the Blue System is leading the way to healthcare affordability 
through research, education and consumer engagement, innovative 
product design, and working to reduce the number of uninsured 
Americans. As we celebrate 75 years of covering America, we can 
all take pride in our legacy of landmark achievements in healthcare. 




1929 The prototype prepaid 
hospital plan upon which Blue 
Cross Plans were later based is 
created at Baylor University in 
Dallas, Texas. 
1946 Blue Cross 
Commission, the 
early national 
organization of Blue 
Cross Plans, is created. 
ij 
1930 The Great Depression 
changes national priorities with 
greater emphasis on unemploy­
ment insurance and "old age" 
benefits. 
1935 Social Security 
Act passed, omitting 
health insurance. 
" 
1947 Associated Medical 
Care Plans, the first national 
organization of the Blue 
Shield Plans is formed. 
1960 The first FEP 
open enrollment 
period was held. 
Today FEP covers 
more than 4.2 million 
federal employees, 
retirees and their 
families. 
.,ffl. (ig) BlueCross 
T � BlueShield 
Federal Employee Program 
1965 The Medicare 




Act of 1973 provided federal 
grant and loan money to 
help HM Os get off the 
ground and contained 
broad language about bene­
fits that had to be provided. 
Years of History 
1985 PPOs and other 
forms of managed 
care gain prominence. 
1994 Blue 
service marks 
are licensed in 
Western Europe. 
1997 Blue Card 
expands to 14 
over zoo 
2003 Blue Cross 
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1932 The National Labor 
Relations Act, requiring 
management to bargain with 
labor over "wages and 
conditions:' will be future 
catalyst for employer-based 
health benefits. 
1937 The first meeting of 
Blue Plan executives is held 
in Chicago. 
1939 In just 10 years, enrollment in Blue 
health Plans had grown from just more than 








ized away from 
home, is set up. 
1955 The spread 
of health insur­
ance coverage -
from less than 10 
percent of the 
population 
having coverage 
in 1940 - grew to 
nearly 70 percent 
in 1955. 1960 Associated 
Medical Care Plans 
is renamed the 
National 
Association of 
Blue Shield Plans. 
1976 Blue Shield Association 
is named, formerly the 
National Association of 






Blue Cross and 
Blue Shield Plans 
are merged, form­
ing Blue Cross 





Now, Home La Where The C&nl � 
1994 BlueCard is launched. This 
program enables members who 
are traveling or living in another 
Plan's service area to receive the 
same healthcare service benefits 
of their home Plan. 
1996 Blue Cross and Blue 
Shield Plans' PPO, POS 
and HMO enrollment 
reaches 34.6 million, 
surpassing the 31.7 million 
members in traditional 
coverage. 
2001 Blue System 
processes majority of 
Medicare claims at a 
total of $163 billion. 
1997 President Clinton 
signs the Balanced Budget 
Act which added the 
Medicare+Choice program 
allowing beneficiaries to 
choose additional types 
of health plans. 
\ 
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1929: Blue Cross was born in the era of the Great 
Depression. Justin Ford Kimball conceived a plan 
under which a group of 1,356 Dallas school teachers 
were assured of hospital care by making a small 
monthly payment to Baylor University Hospital. At that 
time, what would become the Blue Shield movement 
was growing out of the lumber and mining camps in 
the Pacific Northwest, where camp owners began to 
provide medical care for their workers by paying 
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On December 27, 1933, America's first "Blue Cross Baby" was born 
in Durham, North Carolina. The entire cost of her delivery and her 
mother's 10-day hospital stay totaled $60. In this 1954 photo, the 
first Blue Cross Baby, Ann Woodard Reid, is shown holding her 
own Blue Cross Baby, Michael. Mrs. Reid's birth was the first 
in America to be covered by a health insurance family certificate 
that included maternity benefits. Over the years, Blue Cross and 
Blue Shield Plans continue to develop innovative programs aimed 
at well-baby care, immunizations and working with high-risk 
moms. Also pictured with Mrs. Reid is the North Carolina Plan's 
CEO, Elisha M. Herndon, presenting the new mother with a layette. 
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In 1934 E.A. van Steenwyk, the head of the newly formed Hospital Service 
Association (later to be known as Blue Cross of Minnesota), commissioned a 
Viennese artist, Joseph Binder, to paint a poster with the Blue Cross symbol 
on it. This was the first time the Blue Cross symbol was used. Binder, trained 
as a painter, is credited with reinvigorating the American poster. Many of his 
pieces, including posters for the U.S. Army Corps and U.S. Defense Savings 
Bonds, are collected and exhibited in the Museum of Modern Art. His most 
famous piece is the record-selling poster for the 1939 World's Fair. 
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In 1939, Carl Metzger, who helped launch the Rochester Blue Cross 
Plan before becoming the head of the Buffalo Blue Shield Plan, wanted 
to create an image that was clearly linked to the hospital plan.The 
result was an image inspired by the U.S. Army Medical Corps insignia, 
the image of a serpent associated with Greek mythology. To the Greeks, 
the serpent's ability to shed its skin represents the magic of healing. 
This image, with a shield, would come to represent Blue Shield Plans. 
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The nation's workforce experienced a profound transformation 
during the late 30s and early 40s. Between 1939 and 1944, 
unemployment dropped from 17.2 percent to 1.2 percent. 
Although World War II's massive troop mobilization drained 
the pool of workers in many areas, war industries drew 
hundreds of thousands of new workers into the labor force. 
Under normal marketplace conditions, employers would 
have attempted to lure workers from competitors by increasing 
wages. However, during the war years, price and wage controls 
were strictly enforced. To compete for a decreased work force, 
employers began to offer health insurance benefits, giving rise to 
today's employer-based system. Health insurance became a premier 
fringe benefit and employees began to view health insurance as a way 
to supplement their incomes. The number of Americans enrolled in 
group hospital plans skyrocketed from 7 million in 1942 to 26 million 
by the end of World War II. Today, more than 61 percent of all 
Americans receive employer-sponsored health insurance benefits. 
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By mid-century, consumer demand increased for a variety 
of medical goods and services, sustaining continued 
growth of health insurance coverage to new markets 
across the country. Blue Plans began making headway 
in rural communities by working with organizations like 
state Farm Bureaus, agricultural unions and cooperatives 
and the Farmers Home Administration to spread the 
word about the safeguards of health plan group enroll­
ment One Plan, Blue Cross Blue Shield of Wyoming, 
began as the dream of women members of the Farm Bureau to offer much-needed 
hospital care coverage to this underserved community. Despite efforts to persuade 
these women that their idea would not be feasible due to the state's small population 
and wide-spread geography, they persevered and in 1945 set the wheels in motion 
to organize the Wyoming Hospital Service as a non-profit corporation. The entire 
company was organized on a small $5,000 non-interest bearing loan from the 
Wyoming Farm Bureau, the smallest amount ever used to fund a Blue Plan. 
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By the 1950s - after the U.S. Supreme Court put the finishing touches on the 
Taft-Hartley Act protecting labor's right to collective bargaining - labor unions 
begin to take a renewed interest in benefit negotiations. At the beginning of the 
decade, around 7 million workers received health benefits through their workplace. 
By 1954, that number rose to 12 million workers and 17 million dependents. Today, 
the Blue System continues its tradition of working closely with labor and provides 
health benefits for more union workers, retirees and their families than any other 
national carrier. Collectively bargained contracts account for approximately 15 per­
cent of the Blue Cross and Blue Shield System's collective national enrollment. 
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Exploratory talks to establish a nationwide, uniform health benefits program for steelworkers 
began in the late 1 940s, with several Blue Plans and union officials participating. On January 1, 
1950, the groundbreaking "U.S. Steel Agreement" went into effect between United States Steel, 
the Carnegie Pension Fund and Blue Cross of Western Pennsylvania. The role played by the 
Pittsburgh-based Plan - the "control Plan" that coordinates the administration of benefits by 






From the first open enrollment in 1960 to today, FEP has maintained its 
leadership position and now covers 4.2 million federal employees, 
retirees and their families - more than 52 percent of those eligible for 
coverage. It all began on September 28, 1959 after Congress enacted 
the Federal Employees Health Benefits Act Even before a structured 
program was in place, Blue Cross and Blue Shield Plans across the 
country enrolled almost 33 percent of the federal workforce and their 
families through collector groups. 
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On July 30, 1965, President Lyndon B. Johnson traveled to the Truman Library 
in Independence, Missouri, to sign the Medicare bill into law. At the signing 
ceremony was former President Harry S. Truman, who at 8 1  years of age 
would have qualified for the federal benefit. Currently, Medicare provides 
coverage to approximately 40 million Americans age 65 or older or for those 
under age 65 with certain disabilities. In addition, this landmark legislation 
created the Medicaid program to provide health coverage for low-income 
individuals and their families. This program provides coverage for an estimated 
40 million Americans. 
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On the morning of July 1, 1966, Lillian Grace Avery of Naperville, Illinois, became tl1e nation's first Medicare 
beneficiary. She signed a special form that was flashed over a Blue Cross private network to the Social Security 
Administration's record center in Baltimore, Maryland. Its arrival there marked the official beginning of the 
new federal health insurance program for the nation's elderly and a new role for the Blue Cross System. In the 
five years following Medicare's inception, Blue Cross processed more than 63.4 million claims totaling approxi­
mately $19.2 billion. In 2001, the Blue System continued to process the overwhelming majority of Medicare 








The Blue Cross and Blue Shield symbols have gone through subtle changes 
over the years, most notably in 1973 when the seal of the American Hospital 
Association was removed from the Blue Cross. It was replaced by the silhou­
ette of a stylized human figure in a circle, symbolizing humanity. But the 
strength of the Brands has remained constant 
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BCBSA conducts extensive annual consumer research to track 
our strong brand advantage. The research indicates Blue Cross 
and Blue Shield are the best-known and regarded health insur-
ance brands in the country. This high awareness, a long with 
2731 274 1 the perception of high quality products, gives our Brands a 
compelili\-e advantage on preference. J f  given a choice, most 
consumers indicate they would purchase Blue Cross and Blue 
Shield coverage over other insurers. 
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In 1984, Blue Shield of California is the first health plan to cover a heart transplant at 
Stanford University Hospital in California. In the following decade, the Blue System would 
establish the Blue Cross and Blue Shield National Transplant Network, now known as the 
Blue Quality Centers for Transplant. The network includes seven transplant types and more 
than 60 transplant centers nationwide. A year later, the Blue Cross and Blue Shield 
Association founded the Technology Evaluation Center (TEC) and pioneered the develop­
ment of scientific criteria for assessing medical technologies. TEC has been recognized 
nationally for leadership in producing evidence-based technology assessments. In 2003, TEC 
launched a new Internet resource to provide physicians, consumers and healthcare organi­
zations with a rolling three-year inventory of TEC assessments on a variety of topics. 
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N b .. , ovem er 2004 m��f�:I� Now, Home Is W here The Card IS- The BlueCard program (formerly known as Out-of-Area Program) 
began in 1994, enabling members obtaining healthcare services while 
traveling or living in another Plan's service area to receive the same 
benefits of their home Plan. The program also links Plans and partici­
pating healthcare providers through a single electronic network for 
claims processing and reimbursement. Plans saved more than $13.5 
billion through the BlueCard Program in 2002, an increase of more 
than $4 billion over the previous year. Claims transactions rose to more 
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Diwali Thanksgiving Day 
In less than one decade, the BlueCard program experiences phenomenal growth: 
■ 1994 BlueCard program is launched 
■ 1997 BlucCard expands to 14 countries 
■ 2003 BlueCard is accepted in more than 200 countries worldwide 
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WalkingWorks is launched as part of the Blue System's Healthcare Cost Campaign - an s M T w T F s s M T w T F s 
ongoing effort to help more than 88 million Blue Plan members be more informed health- 1 2 3 4 5 6 
1 
7 8 9 10 11 12 13 2 3 4 5 6 7 8 
care consumers. WalkingWorks combines health promotion with consumer education, 14 15 1 6  17 1 8  19 20 9 10 11 12 13 14 15 
striving to help Blue members and others integrate more walking into their daily routines, 21 22 23 24 25 26 27 16 17 18 19 20 21 22 










The Blue Program for a Healthier America 
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Hanukkah (Begins at sundown) 
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Winter Solstice Christmas 
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Kwanzaa begins 
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New Year's Eve 
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